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KEY ECONOMIC INDICATORS: JORDAN 
Data are for the area on the East Bank Only 


*Change 
1981 1982 1983 1984 1983-84 


National Income (in millions of Jordanian Dinars) 
Gross Domestic Product (GDP) 
Current Dinars 1182 1343 1487 1604 7 
1980 Dinars 1/ 1097 1161 1224 1271 3 
Gross National Product (GNP) 
Current Dinars 1501 1695 1848 2008 8 
Per Capita GDP 
Current Dinars 508 556 593 616 3 
Current U.S. Dollars 1537 1577 1633 1602 - 1 
Agricultural Production (in thousands of metric tons) 
Whea 51 52 131 50 
Barley and other field crops 35 35 48 20 
Fruits and vegetables 478 506 484 477 
Agricultural Production Index ('75=100) 236 240 227 NA 
Industrial Production 
Phosphate Rock (thousands of MT) 4244 4391 4746 6213 
Fertilizer - 116 302 541 
Potash - 15 283 486 
Cement (1000s of MT) 965 788 1269 2026 
Petroleum Products (thousands of MT) 2126 2464 2499 2511 
Electricity (million KW/h) 1175 1387 1700 1967 
Industrial Production Index ('79=100) 139 144 151 173 
Money and Banking (in millions of Jordanian Dinars) 
Money Supply 
M-1 
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702 787 869 878 
M-2 1180 1403 1615 1758 
Commercial Bank Credit 691 843 993 1154 
External Public Debt 2/ 1554 1751 2101 2363 
Cost of Living Index ('80=100) in? «3167 lCUS Ce 
Average Interest Rates (%) 
(overdraft loans) 9.0 9.0 8.8 8.8 
(savings accounts) $.5 §.5 5.9 6.3 
Average Annual Exchange Rates (JD=$) 330 352 363 384 
Foreign Trade and Balance of Payments (in millions of Dollars) 
Exports 734 750 580 756 
Imports, C.I.F. 3166 3237 3034 2786 
Balance of Trade -2432 -2487 -2454 -2030 
Worker Remittances, Net 874 906 909 1003 
Non-Factor Services, Net 214 186 344 143 
Current Account Balance -1344 -1395 -1201 - 884 
Unrequited Transfers, Net 3/ 1303 1059 812 724 
Capital and Other, Net 4/ =» 33 108 50 - 293 
Decline in Reserves 94 228 39 453 
Central Bank 74 218 37 337 
Commercial Banks 20 116 
Official Reserves, Year's End 5/ 
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NOTES: 1/ Current values adjusted by official cost of living index. 2/ Includes 
Government-guaranteed debt but not debts incurred for purchases of oil or military 
equipment other than that supplied by the U.S. 3/ Mostly Arab aid grants. 4/ 
Including errors and omissions and valuation adjustment. 5/ Includes IMF position as 
well as gold and foreign exchange. 

Sources: The Central Bank of Jordan and Department of Statistics. _ 
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SUMMARY 


Jordan, though not an oil producer itself, depends heavily upon 
the level of economic activity in the Arabian Penninsula for 
its foreign exchange income, both in the form of Arab aid and, 
more significantly, the remittances of Jordan's skilled and 
mobile expatriate workforce that finds employment primarily in 
Saudi Arabia and the Gulf States. According to preliminary 
statistics for 1984, the Jordanian economy continues to 
experience the effects of declining growth rates in Saudi 
Arabia and the Gulf. According to preliminary official data, 
Gross Domestic Product (GDP) at market prices rose from 1487 
million Jordanian Dinars (JD) in 1983 to JD 1604 million in 
1984, an increase of 7.9 percent. In real terms, GDP increased 
by 3.8 percent. 


The expansion of Jordan's small industrial sector has slowed 
sharply in terms of numbers of new companies formed and capital 
invested. However, industrial output rose by 14.6 percent in 
1984, owing in large part to the revival of the Iraqi market 
for manufactured goods. Production levels were up 
substantially in 1984 in the major new state-owned fertilizer, 
potash and cement factories, a good sign for Jordan's 
industrial base and long-term export potential in the years 
ahead. However, construction activity declined for the second 
straight year. 


Jordan's export activity picked up again in 1984 following a 
sharp decline the previous year. Due largely to trade with 
Iraq, 1984 exports showed a 30.3 percent increase over 1983, 
recovering enough to surpass 1982 levels. At the same time, 
imports declined 8.2 percent from 1983. Thus the trade deficit 
dropped moderately from $2,454 million to $2,030 million. This 
favorable trend may be short-lived, however, as exports to Iraq 
declined sharply in the early months of 1985. Worker 
remittances in 1984 exceeded 1983 levels and offset reduced 
income from other services. As a result, the current account 
deficit was cut by over $300 million to $884 million, a 
decrease of 26 percent. The improvement in the current account 
was in turn more than offset by a worsening in the capital 
account, attributable mainly to a decline in Arab support 
payments from $541 million in 1983 to $322 million in 1984. 

The net of all factors was a $453 million decrease in the 
combined reserves of the central bank and commercial banks. 
Total official reserves at the end of 1984 amounted to $687 
million, but reserves had declined to $515 million by April 30, 
1985, enough to finance 2.2 months of imports at the 1984 rate. 





Economic factors contributing to slower economic growth 
included a further drop in Arab aid payments promised to Jordan 
at the Baghdad Summit of 1978, depressed prices for phosphates, 
a continued slump in the construction sector, and increased 
debt repayments. The sharp increase in exports to war-torn 
Iraq, from $71 million in 1983 to $182 million in 1984, 
mitigated somewhat the lowered growth rate. Total transit 
trade via Jordan's sole seaport - Agaba - increased from 11.2 
million tons in 1983 to 13.6 million tons in 1984. 


Jordan is in the final year of its Third Economic and Social 
Development Plan (1981-1985) and is currently preparing its 
fourth five-year plan (1986-1990). The Third Development Plan, 
in which real GDP growth was projected to increase at ll 
percent per annum, met only two-thirds of its targets. In 
1984, growth was a little over one third the target rate. 
Although total expenditures declined slightly in 1984, the 
basic budget deficit rose sharply. Jordan's $2.1 billion 
national budget for 1985 calls for increases in domestic 
revenue, restraint on current expenditures, increases in 
capital expenditures, and growth in the agricultural sector. 
The Fourth Five-Year Plan will strongly emphasize the role of 
the private sector, in line with the policy of the government 
of Prime Minister Zaid Rifai. In short, the resiliency and 
vitality of the Jordanian economy is being tested, but few 
doubt that the Hashemite Kingdom, with its prudent economic 
managers, will weather this latest challenge. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Jordanian economy, which grew at an average real rate of 
over ll percent per year from 1975-1981, is adjusting to slower 
rates of growth. In 1981, growth was 7.5 percent but this rate 
Slowed to 5.5 and 5.4 percent in 1982 and 1983. Growth for 
1984 is estimated at 3.8 percent. Although belt-tightening 
has become increasingly necessary and growing numbers of 
complaints issue from the private sector, Jordan remains a 
relatively prosperous developing country. Due to slack 
domestic demand and the general worldwide decrease in inflation 
rates, the inflation rate in Jordan fell from 7.4 percent in 
1982 to 5 percent in 1983, and to 3.9 percent in 1984, the 
lowest level in more than a decade. The new government of 
Prime Minister Zaid Rifai, in office since April 1985, 
confronts a number of serious economic problems ranging from 
declining foreign exchange reserves and Arab aid levels to a 
rapidly increasing labor force for which there are inadequate 
job opportunities. 
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Foreign exchange reserves of the banking system declined by 
$453 million in 1984, despite a $317 million narrowing of the 
deficit on the current account. Current account exports, which 
include reexports, rose by 30.3 percent (domestic exports by 54 
percent) in 1984, and imports declined by 8.2 percent to 
produce a $424 million reduction in the trade deficit. Worker 
remittances rose a surprising 10.2 percent, to offset a further 
decline in Arab support. Net long-term capital inflow in 1984 
was at the lowest level in recent years, notwithstanding 
another $200 million in foreign bank borrowing. Short-term 
capital outflow rose sharply resulting in a capital account 
deficit. Central Bank reserves continue to decline in 1985. 

In the first quarter, reserves dropped by USD 159 million, so 
that reserves as of April 30, 1985, were USD 515 million, 
enough for 2.2 months imports at the 1984 rate. 


During the Baghdad Summit of 1978, Jordan was promised $1.2 
billion in aid annually by Arab oil-producing countries for 10 
years. For political and economic reasons, the stated figure 
has never been met. Annual Baghdad payments have declined 
steadily in recent years, dropping to $322 million in 1984. 
Only Saudi Arabia and Kuwait have continued to pay their full 
assessments. In addition to Baghdad payments, special 
long-standing bilateral agreements with the Saudi Fund for 
Development, the Kuwait Fund and others provide essential and 
well-utilized development assistance. Development assistance 
from USAID will expand sharply in 1985, '86 and ‘87 (compared 
to previous years) as a result of Congressional approval of a 
$250 million supplemental aid appropriation for Jordan to be 
expended over three years. Due partly to increased debt 
repayments, net development aid declined from a peak of $248 
million in 1982 to $223 million in 1983 and $56 million in 1984. 


INDUSTRY 


Jordan's industrial production index, which had increased by 16 
percent in 1981, was up only 3.6 percent in 1982, and 5 percent 
in 1983, but surged up 14.6 percent in 1984 as several major 
projects picked up steam and trade with Iraq rebounded. 

Renewed diplomatic relations with neighboring Egypt offer a 
promising market to Jordanian industrialists if bureaucratic 
problems can be overcome. In general, however, private 
investors in Jordan remain cautious about tying up resources in 
long-term projects because of budget restraints, low global 
demand, and continued political uncertainty in the region. 
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Jordan is the world's third largest phosphate exporter (after 
Morocco and the United States). Despite sharply increased 
production, this number one export for Jordan has been hurt by 
the continued slump in the world market. Due to the increase 
in industrial exports, phosphate accounted for only 27 percent 
of domestic exports in 1984 (down from 32 percent in 1983). 
Phosphate production, which had been 4.4 million tons in 1982, 
increased to 4.7 million tons in 1983 and 6.2 million tons in 
1984. Fertilizer production at the recently completed $40 
million diammonium phosphate plant in Aqaba reached 541,000 
tons in 1984, compared to 302,000 tons in 1983, and accounted 
for $114 million in export earnings last year. 


Cement production was up sharply in 1983, and continued its 
climb in 1984. With the recent completion of the South Cement 
Company at Rashidiyeh, Jordan, is self-sufficient in cement and 
has an exportable surplus. South Cement has signed one 
contract with Saudi Arabia for 500,000 tons per year for the 
next 3 years, and another contract with Egypt for 1,000,000 
tons. Nevertheless, high energy and transport costs will 
minimize potential profits from this project, especially in 
view of additional cement plants planned or under construction 
in both Saudi Arabia and Egypt. 


The Arab Potash Company's $475 million Dead Sea project, which 
was inaugurated in March 1982, produced 15,000 tons of potash 
in that year, and production totaled 486,000 tons in 1984. 
Planned production is over 1 million tons by 1987. The main 
markets are Iraq, China, India, Japan, and Indonesia. 


ENERGY 


Oil-less Jordan saw demand for petroleum products increase at 
an average annual rate of 17 percent from 1975-1981. The 
Government has increased retail prices on these products 
several times, and has progressively reduced subsidies, 
including those to Alia, the Royal Jordanian Airline. Jordan's 
own quest for oil continues. Recent finds near Azrak have 
raised hopes for local production in the future, though 
officials remain modest in their private projections of 
commercially viable finds. Of note, however, is the fact that 
the government is showing more interest in employing Western 
advisors to assist the Natural Resources Authority in the 
search. In the meantime, Jordan continues to satisfy the bulk 
of its oil needs with purchases from Saudi Arabia at world 
market prices. Jordan's 1984 oil bill came to $532 million. 

In June 1984, Iraqi oil began to be trucked to Jordan's sole 
refinery at Zarga under a new trade agreement with Baghdad. In 
an attempt to diversify sources and balance accounts with Iraq, 
the amount of Iragi oil imported has been increased to meet 
about 40 percent of the Zarka refinery's needs. 





Work continues on the 130 megawatt thermal power station at 
Aqaba scheduled to start production in 1986. This will help 
meet Jordan's electrical energy demand which grew at an average 
annual rate of 19 percent from 1975-81. 


AGRICULTURE 


While official data for 1984 agricultural production are still 
preliminary, actual production was probably substantially lower 
than in previous years as a result of the severe drought in 
1984, which affected rain-fed field crops and range resources. 
Fruit and vegetable production, which is mostly irrigated, was 
much less affected. In 1985, wheat production increased to an 
estimated 100 thousand tons as a result of exceptionally good 
rainfall patterns. Barley production also rose to an estimated 
21 thousand tons. Harvests of the remaining field crops and of 
fruit and vegetable production are not yet complete. 


Export figures for foodstuffs, Jordan's number two export, were 
down to $91 million in 1984 compared to $99 million in 1983 and 
$114 million in 1982. Although the Hashemite Kingdom continues 
to push toward greater food security, imports of foodstuffs 
outnumber exports by more than four to one. The lack of 
serious progress in Jordan's continuing water disputes with its 
neighbors overshadows future prospects for an agricultural 
sector so dependent upon irrigation. With only 6 percent of 
Jordan's land arable and much prime crop land in the urban 
areas falling victim to urban sprawl, the Jordan Valley, 
through its ambitious irrigation projects and because of its 
hot climate, is becoming increasingly important in agricultural 
production. With USAID assistance, diversification into more 
intensive and rain-fed highland agriculture is also underway. 


CONS TRUCTION 


Jordan's construction and real estate industry has also felt 
the economic squeeze. New construction in the Amman-Zarga 
metropolitan area has dropped steadily from its peak in 1980. 
But building permits in the area were issued for nearly one 
million square meters in 1984 compared to 819,000 square meters 
in 1983, thus showing some signs of improvement. Although land 
costs in Amman remain astronomical, the construction of small 
apartment buildings continues to flourish, and some 5,000 
dwelling units stand empty, seeking tenants or awaiting owners' 
return from the Gulf. At the same time, a shortage of low 
income housing exists. Many contractors continue to experience 
difficulties resulting from overcommitments or cash shortages. 
Local firms complain about intense foreign competition by 
various Korean, Chinese and Turkish firms for the few remaining 
large projects, and the requirement that they finance much of 
the work themselves. 








LABOR AND REMITTANCES 


Jordan's most valuable resource remains its talented and 
well-educated people. The domestic labor force was estimated 
at 580,000 at the start of 1983, of which 430,000 were 
Jordanians. The work force is dispersed among the following 
sectors: 42 percent in the government sector (both military and 
civilian), 14 percent in construction, 10 percent each in 
agriculture, industry, and trade, and 9 percent in transport 
and communications. The two-income nuclear family is becoming 
more common and necessary in this rapidly changing society. 
Nearly 20 percent of the workforce is now female compared to a 
mere 4 percent in 1975. There are an estimated 320,000 
additional Jordanians who work abroad, primarily in Saudi 
Arabia and the Gulf States. This well-paid group of 
technicians, managers, and others helps offset, through its 
remittances, Jordan's chronic deficit on merchandise trade. 
Although the outflow of Jordanian workers has slowed due to the 
oil slump, various attempts at nationalization of the labor 
force in the Gulf States, and the December 1983 bombings in 
Kuwait, net official remittances from these technical and 
professional workers totaled some $1,083 million in 1982, 
$1,110 million in 1983, and, surprisingly, reached $1,235 
million in 1984. This slowing in the outflow of Jordanian 
workers will probably continue as the overall demand for 
foreign workers in the Gulf declines and as South and East 
Asian workers continue to replace more expensive non-Gulf 
Arabs. With the increasing competition for jobs in the Gulf, 
per capita wages of Jordanians in the Gulf can be expected to 
decline. 


Significant additional (but less traceable) remittance flows 
return to Jordan through money changers or in personally 
carried cash. A sizeable share of these recorded and 
unrecorded remittance flows continues across the Jordan River 
to the occupied West Bank. Other funds are remitted directly 
to the West Bank via the international banking system. Despite 
nagging fears on the part of government officials about 
possible drops in remittance levels or a significant return of 
Jordanians from the Gulf, these payments continue to flow in. 
It remains uncertain whether the high rate of remittances 
continues to represent income or rather increasingly represents 
the liquidation of foreign assets by permanently returning 
workers. Because of the softness of the Gulf job market, 
Jordanian professional associations complain of an 


overproduction of doctors and engineers in a market that cannot 
absorb them. 








9 - 


In a preliminary study released in 1984, the World Bank 
estimated that the Jordanian work force will increase by more 
than 6 percent per annum for the next 5 years, even assuming a 
continued net outflow of workers to the Gulf. The World Bank 
estimated that this situation, unaddressed, could lead to a 
structural unemployment rate of over 30 percent by 1990. While 
other studies suggest that this figure may be high, they do 
concur that unemployment in the coming decade is likely to 
increase significantly. 


Jordan also imports labor and currently hosts approximately 
150,000 guest workers, primarily in construction, agriculture, 
services, and manufacturing. The vast majority of this 
semi-skilled workforce consists of Egyptians, followed by much 
smaller numbers of Chinese, Filipinos, Sri Lankans and other 
nationalities. The official remittances of these guest workers 
increased from $157 million in 1981 to $177 million in 1982, 
$201 million in 1983, and an estimated $232 million in 1984. 

In order to protect local labor, specific sectors must have a 
minimum percentage of Jordanian workers. Employers are 
required to give preference in hiring to other Arabs. Ina 
further effort to shelter local firms, the Prime Minister's 
office reviews all construction contracts over JD 4 million to 
protect Jordanian labor and to cut back on money flowing out of 
the country to foreign firms. 


THE FOURTH DEVELOPMENT PLAN 


Jordan is currently in the process of preparing its fourth 
Economic and Social Development Plan (1986-1990). The Third 
Development Plan met only two-thirds of its targets. With the 
change of government in April 1985, it is already clear that 
the new plan will place increased emphasis on the role of the 
private sector. In light of Jordan's severe restraint in terms 
of foreign exchange and government revenues, the new government 
will encourage private investments and tight discipline in 
public sector enterprises. Past plans emphasized large 
infrastructure projects such as highways, ports, 
telecommunications, hospitals, and schools. Many of these 
large projects have been completed, although a few remain 
unfinished, and several new projects have been identified. 
These latter include a new, coal-fired power station at Aqaba, 
the first phases of construction for a major new phosphate mine 
and related facilities at Shidiya, and new medical clinics in 
outlying towns and villages. Still, in general, 
belt-tightening is the rule of the day for Jordan. Its 
economic strategists will devise a development plan that 
balances financial resources -- whether in the form of domestic 
revenue, loans or grants -- with development priorities. 





PUBLIC FINANCE 


The Government has continued to pursue a conservative budgetary 
policy. Total expenditure declined by 0.8 percent in real 
terms in 1984, continuing a downward trend underway since 

1981. The 1985 budget calls for a 10.5 percent nominal 
increase in expenditure, largely because of a planned 25 
percent increase in capital spending. Current expenditures are 
to rise by 6 percent, or 1 to 2 percent in real terms. A 
reduction in the fuel subsidy will offset an overdue civil 
service pay increase. Domestic revenues rose by a real 4.3 
percent in 1984, but the tax base remains overly dependent on 
imports. Import duties accounted for 58.5 percent of all tax 
revenues in 1984, direct taxes for 20.3 percent. Sales, 
income, and property taxes are still relatively untapped 
resources and the share of direct taxes as a percentage of 
total revenues has not increased in recent years. Helped by 
selected increases in tariffs, mostly on luxury goods, customs 
revenues rose by a real 4.7 percent per annum during 1981-84, 
notwithstanding a decline in imports. Direct taxes showed 
virtually no real increase during the same period. Largely 
because of its restraint on the spending side, the Jordanian 
Government expects domestic revenues to cover 99 percent of 
current expenditures in 1985, very close to the Third Five-Year 
Plan (1981-85) target of 100 percent for this year. The basic 
budget deficit, however, rose sharply during 1984 owing to a 
further decline in Arab support payments - from $541 million in 
1983 to $322 million in 1984. The basic deficit, which had 
fallen from 8.4 percent of GDP in 1982 to 4.6 percent in 1983, 
bounced back to 8.2 percent in 1984. Foreign development aid 
has covered about two thirds of the basic deficit, greatly 
muting its potential inflationary impact. 


IMPLICATIONS FOR THE UNITED STATES 


After Saudi Arabia, which still provides most of Jordan's oil, 
the United States is Jordan's second largest source of 
imports. These range from military equipment to wheat. The 


United States is followed in order by Japan, Italy, and West 
Germany. 
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Economic and commercial relations between the United States and 
Jordan have been close since the founding of the Hashemite 
Kingdom. The U.S. Agency for International Development (USAID) 
includes among its success stories over three decades of 
economic and technical assistance to Jordan. Jordan has been, 
and remains, a good market‘for U.S. goods. Jordanian public 
and private sector buyers appreciate the quality of U.S. goods 
and technology, but they expect offers to be competitive and 
products to be backed up with prompt service. U.S. exporters, 
hindered by an expensive dollar, find increasingly stiff 
competition in the Jordanian market from European and Japanese 
producers who enjoy advantages of geographic promixity and 
flexible financing. According to U.S. Department of Commerce 
statistics, U.S. exports to Jordan have declined steadily since 
1981, when they stood at $727 million, to $620 million in 1982, 
$436 million in 1983, and $298 million in 1984. The 
substantial increase in U.S. aid in coming years, including a 
Commodity Import Program, should help increase U.S. exports. 
Best prospects for future sales include the following: mining 
and industrial equipment; aircraft, including spare parts and 
avionics; trucks, trailers and buses; construction and 
materials handling equipment; irrigation systems; electric 
power generation and transmission equipment; and health care 
equipment. 


U.S. investment in Jordan is small, and recorded investment 


currently totals about $20 million. One industrial joint 
venture is producing footwear. Both Chase Manhattan Bank and 
Citibank have had full-service commercial offices since 1981. 
In 1983 the former Government of Prime Minister Obeidat 
announced its plans to proceed with the controversial 
“Jordanization" of foreign banks to bring them in line with 
other investment in the country. However, within days of 
coming to office in April 1985, Prime Minister Rifai announced 
that the policy had been changed and that Jordanization would 
not be carried out. The new government is clearly interested 
in attracting new foreign investment. 


In recent years, growing numbers of American firms have chosen 
to establish offices in Amman to serve the local and regional 
Markets. At present some 60 U.S. companies have offices in 
Jordan, and there appears to be renewed interest in Amman as 
the conflict in Lebanon continues. Amman is a pleasant city in 
which to live: housing is available, markets are well-supplied 
with Western goods and foodstuffs, and hospitable Jordanian 
people welcome Americans to their offices and homes. 
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U.S. businessmen should be aware that, in most cases, foreign 
firms are expected to bid through local Jordanian agents. 
However, direct negotiation and procurement are more often used 
for major engineering and construction projects and are 
required for all sales to the Jordan Armed Forces. Foreign 
suppliers with existing agency or other relationships with 
Jordanian businessmen have a distinct advantage, as bid 
deadlines are generally short. Bidders should keep in mind 
that Jordanian buyers are extremely price-conscious and should 
not limit their offers to "top-of-the-line" products or 
services, especially in these leaner times. 


U.S. Government services available to American companies 
interested in doing business in Jordan include a Commercial 
office headed by a U.S. Commercial Officer with a staff of 
three Jordanian employees. In addition, the Export-Import Bank 
of the United States and the Overseas Private Investment 
Corporation (OPIC) offer their full range of programs in 
Jordan. The U.S. banks operating in Jordan provide additional 
sources of information. Through an active program of trade 
missions and other vehicles the Embassy assists U.S. firms to 
enter the Jordanian market. 


The United States looks forward to continuing and expanding its 
historically close and warm relationship with Jordan. In 
numerous speeches, President Reagan has made it clear that the 
United States recognizes the major role Jordan will play in the 


achievement of a comprehensive and lasting peace in the Middle 
East. In addition to the $20 million appropriated for Jordan 
in 1985 for USAID programs (with a similar amount anticipated 
for 1986), in August 1985 Congress approved a $250 million 
supplemental economic aid package for Jordan, in recognition of 
Jordan's economic needs and in order to encourage further 
progress on Middle East peace issues. This program will extend 
over fiscal years 1985-'87. It will offer increased export 
opportunities tc U.S. firms while, at the same time, it will 
provide needed assistance to an important friend in a vital 
region. 





